and forcible rescue of property seized under the Internal
Revenue laws (section 7212, Internal Revenue Code, and
18 U.S.G. Ill and 2233); and for other enforcement
activities as required.

Resources. The Intelligence Division operated in FY 1971
with about 1,970 special agents located throughout the 58
IRS districts in the United States.

The   budget   of   the   Division   was   approximately
$48,806,000 for the fiscal year.

Prosecutions and penalties. In FY 1971, the Intelligence
Division completed prosecution of 1,369 cases, compared
with 1,112 in FY 1970 and 1,102 in FY 1969.

The Division proposed deficiencies and penalties in
fully investigated cases amounting to $196,218,000 in FY
1971, compared with $147,894,000 in FY 1970 and
$102,558,000 in FY 1969. Prosecution was recommended
in those cases. Those amounts were exclusive of interest
and fines.

Where the stringent legal requirements for proof of tax
fraud could not be satisfied, cases were referred to the
Audit Division of IRS for civil settlement of taxes, inter-
est, and penalties.

Organized Crime and Narcotics

The Special Enforcement Program concerns itself with
those taxpayers engaged in illicit activities. Under this
program, the Intelligence Division participates in the De-
partment of Justice strike forces against organized crime
and most recently the Department of the Treasury efforts
against major narcotics traffickers.

Narcotics program. This narcotics program was devel-
oped in the latter part of FY 1971 to utilize the tax laws
to disrupt the narcotics distribution system. The purpose
of the program is to prosecute middle and upper echelon
narcotics traffickers and financiers for criminal tax viola-
tions and to reduce the profits of the narcotics traffic by
assessing and collecting taxes on the illicit income derived
from this pernicious trade,

During the first quarter of FY 1972, 100 special agents
and 100 revenue agents in 23 IRS districts will be as-
signed to conduct active investigations of narcotic traf-
fickers. These agents will receive orientation training in
Washington, D.G., regarding narcotics trafficking. An
additional 100 special agents and 100 revenue agents
will be assigned to this project during FY 1972.

Criminal actions. Following are examples of Intelligence
Division activities that culminated in criminal proceed-
ings during FY 1971:

D A former attorney in Detroit, Mich., who represented

racket figures, was sentenced to 2 years in prison for

failing to file his income tax returns,
HQ A national distributor of pornographic material in

Los Angeles, Calif., was sentenced to serve 36 months

on probation for evading his income tax.
D A narcotics trafficker in Florida was sentenced to

serve 45 months in prison for income tax violations.
D A New Jersey racket leader was indicted on charges of

income tax evasion.
n The son of a former crime chief in the New York area

was sentenced to serve 1 year in prison for attempting

to evade payment of his taxes.
D The operator of the largest parimutuel numbers lot-

tery in Michigan was sentenced to 10 years in prison
for income tax evasion.

Civil sanctions. In the fight against organized crime, IRS
not only is using the criminal sanctions available but is
effectively utilizing civil tax sanctions.

During FY 1971, exceptional success was achieved in
the collection of taxes from racketeers as a result of the
close cooperation and working relationships that Intelli-
gence enjoys with Federal, State, and local enforcement
agencies. Two examples follow;

( 1 ) In a large midwestern city, close cooperation with
the Bureau of Narcotics and Dangerous Drugs, Depart-
ment of Justice, resulted in jeopardy assessments and
securing money seized during raids from narcotics deal-
ers, During FY 1971, a total of $506,343 was obtained
in this manner.

(2) In a large eastern city, the Intelligence Division
was notified of seizures of currency by the Federal Bureau
of Investigation and by State and local police on 17
different occasions during the last quarter of FY 1971,
The seizures were based on gambling and narcotic vio-
lations. Currency totaling $114,721 was attached based
on deficiencies resulting from termination of the sub-
jects' taxable year or jeopardy assessments based on ex-
amination of prior returns,
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